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Abstract

The purpose of this paper is to organize and re-examine the roles of markets and institutions in the electricity system.
To encourage more active discussion of electricity systems from an economic perspective, it reviews and introduces the
basic foundations of electricity markets within the framework of public economics. After clarifying the functions
performed by the elements of the electricity system, it examines the incentive structures associated with each element
and considers the consistency of incentives across different market institutions and their interactions. Finally, based on
these analyses, the paper identifies the key challenges faced by the electricity market as a whole.
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